Corporate law shapes the fundamental business environment and affects various stakeholders such as shareholders, managers, employees, and creditors. Each stakeholder has an incentive to influence the reform process of corporate law. The many corporate law reforms in Japan reflect its rapidly-changing business environment. It is possible to determine the behavior of various stakeholders by examining the politics of the reform process of corporate law.
Introduction
Corporate law shapes the fundamental business environment and therefore influences various stakeholders, such as shareholders, managers, employees, stock markets, securities brokers, and creditors. Each stakeholder has the incentive to exercise its influence over corporate law. For example, corporate managers may want to build a robust entrenchment against attacks from shareholders, minority shareholders may want to install safety equipment in order to guard against the mismanagement of majority shareholders, and stock exchanges may want to maximize market-fee revenue, and so on.
Because the business environment and the demand for corporate law have been changing continuously and rapidly, many countries have reformed their corporate laws repeatedly. In addition, various corporate stakeholders influenced the process of these reforms.
Japan is no exception. This paper attempts to shed light on how various stakeholders behave in the process of corporate law reform. By understanding the political environment of this process, we can acquire a better understanding of corporate law and the step necessary to improve it.
There is a rich literature on the political aspect of corporate law. In an early effort, Roe (1996) discussed the political formation of corporate governance in the US. With respect to Japanese corporate law, West (2001) was a more recent contribution to the literature.
The present paper explores the unique dimension of political environment of corporate law.
Previous studies focused on the various stakeholders surrounding corporate law, such as corporate managers, shareholders, and creditors. However, these stakeholders cannot form corporate law by themselves. Instead legislatures and judges perform this role.
These lawmamkers have their own incentives and do not necessary follow the orders from the stakeholders. Therefore, we need to understand the political incentives of both lawmakers and corporate stakeholders. This paper concerns on the influence of stakeholders on the behavior of bureaucrats of the Ministry of Justice (MOJ). This paper also refers to the rich literature on bureaucracy and Japanese bureaucracy.
Previous studies focused on the Ministry of Finance and Ministry of Economy, Trade, and Industry. For example, Kato (1994) analyzed the tax authority in Japan. However, no research has focuesd on the bureaucrats in MOJ, which is surprising given the important role played by MOJ in the general lawmaking process in areas such as Civil Code, Commercial Code, Criminal Code, Civil Procedure Code, and Criminal Procedure Code. This paper is the first to focus on the bureaucrats in MOJ.
To this end, the paper performs a quantitative analysis on dataset collected from two recent public comment procedures of corporate law reform. Fortunately, in two recent corporate law reforms, the 2002 reform and the 2005 reform, comments solicited through public comment procedures were acquired. Employing these results, we estimated which comments the MOJ bureaucrats took seriously with respect to certain issues. We then can understand the mechanism of the corporate law reform process, especially regarding the relative political power of various interest groups.
The results of the quantitative analysis showed that the bureaucrats in general were rigid and unwilling to take public comments seriously. However, the extent of this tendency depended on the nature of the proposal put forward in the public comment procedure. For example, regarding some technical issues, legal academics and legal professionals, such as courts and law firms, could influence the behavior of the bureaucrats.
The bureaucrats employed these comments to counterbalance politically powerful interest groups and to honor the technical views of legal professionals.
In other cases, the results showed that corporate managers significantly influenced the reform process. When an issue is technical one and not fully discussed in the Legislative Council, corporate managers employ the public comment procedure as another vehicle for achieving their intentions. This seemingly weak influence of politically powerful corporate managers could be explained by the fact that corporate managers do not need to realize their goals through the public comment procedure because they can use other political process.
The rest of the paper is organized as follows. Section 2 provides a brief overview of the legislative history of Japanese corporate law. Section 3 discusses the role of public comment procedure and several possible hypotheses of the role of stakeholders. Section 4 describes the data and the empirical strategy. Section 5 discusses the results of the empirical analysis. Finally, Section 6 provides several concluding remarks.
Background: Legislative Process of Japanese Corporate Law
This section provides a brief overview of the regulatory environment of the law-making process in Japan. In order to understand the power of the relevant stakeholders, we need to comprehend the basic structure of the law-making process in Japan. Because the law-making process differs among the areas of law, this section focuses on the process of corporate law.
Old Legislative Process
Japanese corporate law has experienced repeated reforms. It was first proposed in 1890 as a part of the Commercial Code, which was drafted under the influence of the German scholar Herman Roesler. However, like the Civil Code, the Commercial Code of 1890
was not enforced and a new code was enacted in 1899. The Commercial Code of 1899 was subsequently reformed in 1911 and 1938.
After World War II, Japanese law was subject to the influence of US law, and Japanese corporate law was no exception. The US corporate law system was introduced and then Japanese corporate law was reformed in 1948 and 1950. After this change, Japanese corporate law was relatively stable. However, during the period of high economic growth, Japanese corporate law was modified in response to repeated corporate scandals. It experienced a drastic change in 1974, and subsequent reforms were implemented in 1981, 1990, 1993, and 1994 . The main purpose of these reforms was to strengthen the monitor-ing system of management in response to corporate scandals 1 .
These reforms were implemented under the old legislative process. The process applies private laws as well as corporate law. The process is as follows:
1. Minister of Justice consults the Legislative Council to make reform reports 2. The Legislative Council discusses the issue and makes reports by unanimous con- Under this old legislative process, changes to bills during the Diet deliberations are relatively rare events, and the most important decision-making body is the Legislative Council (Housei Shingi Kai). Therefore, the structure of the council is of great importance to legislative process.
The main members of the council are legal academics, attorneys, judges, stock market participants (e.g., security brokers and stock exchanges), and representatives of the managers of major corporations. In addition, the members of the secretariat of the council play an important role; they not only manage the council meetings, but also prepare the agenda for each meeting and engage in consensus building among the council members. Since the decision of the council requires unanimous consent, the maneuver of the 1 Part of the background of these reforms is analyzed in Caplan (2007 If the council had been managed democratically, the corporate managers, who have strong political power, could have guided Japanese corporate law according to their intentions. However, under the old legislative process, the overrepresentation of legal academics has played a critical role. Thus, the undemocratic nature of the council has enabled the well-balanced development of Japanese corporate law. not been materialized. However, at the beginning of the 1990s, the bubble economy collapsed, and the Japanese economy slid into a deep depression. The Nikkei Stock Average hit a height of 38,957 yen on December 29, 1989, but it decreased to below 10,000 yen over the next two decades. This economic downturn led to an intensive search for the means to revive the Japanese economy and increase stock prices. At this time, the idea that "good" corporate law, which enabled "good" corporate governance, caused strong national economy had gained popularity. This double motivation increased the pressure to reform corporate law as promptly and flexibly as possible.
However, the old legislative process was considered inimical for such flexible and speedy corporate law reform. Under the old legislative process, reform bills are required to go through deliberation in the Legislative Council, which takes time and effort. The criticism against the old legislative process was that the Legislative Council was too cautious and slow to improve corporate governance in Japan and the Japanese economy.
Under this environment, Keidanren, a business group, and some members of the Liberal Democratic Party (LDP), the ruling party, cooperated to implement a breakthrough in the old legislative process: the 1997 reform. Under the old legislative process, a reform bill must be tabled by a member of the Cabinet, not the Diet, and go through the Legislative Council. However, the 1997 reform bill was tabled by members of the Diet.
The Diet members who submitted the bill to the Diet argued that this process was more democratic than the old legislative process was because the Legislative Council and the MOJ had weak democratic foundations.
The main drivers of the 1997 reform were corporate managers, who formed the strong interest group, Keidanren. They were frustrated by the compromising characteristics of the old legislative process. They had been forced to make compromises with legal academics and were not able to implement the corporate law reforms that they wanted. By bypassing the Legislative Council and employing the Diet-member's bill system, they were able to realize their interests directly. Interestingly, the mitigating role of legal aca-demics was not included in the process of the 1997 reform.
New Legislative Process: Aftermath of the 1997 Reform
Although the 1997 reform was criticized on the grounds that the reform bill was drafted behind closed doors and the Diet-member's bill system was rarely employed afterwards, it fundamentally changed the political environment. The recognition of the existence of the Diet-member's bill system, through which corporate managers can avoid the influence of legal academics and other constituencies, changed the political picture of corporate law reform.
Even if the Legislative Council is still in place, legal academics and other corporate stakeholders can no longer use it to carry through their claims. Corporate managers have more influence than before because they are able to employ the Diet-member's bill system as the last resort, in which their interests are preferentially considered. In other words, the outside option of corporate managers has changed drastically and the political structure of corporate law reform has changed.
Under the new structure, every deliberation in the Legislative Council is carried on in the shadow of the Diet-member's bill system. This has strengthened the bargaining power of corporate managers. In addition, the deliberation time in the Legislative Council has been reduced. The long deliberation time was one of the alleged disadvantages of the old legislative process and the strong bargaining power of corporate managers has enabled the accurate prediction of compromise among the council members. Consequently, many corporate law reforms have been implemented in Japan during the last decade.
The key feature of the new legislative process is the recognition of the Diet-member's bill system, in which the interests of corporate managers take priority. The mechanism of this process is that the LDP has been accepting large political contributions from business groups and has prioritized their interests. However, after 2009, this political environment changed and became relatively unstable. The political environment surrounding Japanese corporate law has become unstable.
Evaluating the Change
Under the old legislative process, the undemocratic feature of the Legislative Council has led to the overrepresentation of stakeholders who cannot convey their interests through the standard democratic process. This feature enabled a fair balance among various stakeholders of corporate law.
In contrast, the new legislative process is more democratic than the other one was.
Under today's political system, the democratic political process implies that powerful interest groups have more influence than politically passive stakeholders do. Unlike corporate creditors, corporate managers have well-organized interest groups. Stock market participants have some influence, but they consider that their main arena is not corporate law, but securities regulation 5 .
Now that the legislative process of corporate law reform has become more democratic, we need a process for striking a balance among various stakeholders. One way is to increase the transparency of the legislative process, particulary with regard to the public comment procedure. 4 The reform plan was originally intended to mimic German corporate law, especially the codetermination system, but the reform plan was stalled immediately. The labor unions in Germany and those in Japan have different characteristics. The Japanese counterpart can easily influence corporate management through the lifetime employment system. 5 Japanese securities regulation is under the Financial Services Agency (FSA), not the MOJ, and the FSA has the Financial System Council (Kinyu Shingikai) instead of the Legislative Council.
Public Comment Procedure and Corporate Law Reform

Public Comment Procedure
The political process in Japan had long been criticized as opaque because politicians and bureaucrats have made important policy decisions behind closed doors. Many people argued that the Japanese political process needed to be more transparent. It was also argued that politicians and bureaucrats needed to show the concrete content of their deliberations in policy formation, to hear public opinion, and to explain how final compromises are achieved. The transparency of the political process is an important feature of the democratic political process.
The Japanese government addressed these criticisms. On March 23, 1999, a cabinet decision was made to introduce the Japanese version of the notice and comment procedure, as the public comment procedure. The decision requires each branch of the government to publish a draft of regulations that it wants to make or reform and to invite comments on the draft. Although the branch is not forced to follow the collected comments from the public, it must publish a report that describes the distribution of the comments and how the branch has reacted, or not reacted, to the comments. In 2005, the public comment procedure was formally incorporated into the reformed Administrative Procedure Act.
The requirement of the public comment procedure under the Administrative Procedure Act only applies to regulations and not to laws. This is because governmental branches do not have the power to make laws. It is the Diet that has the power to make laws. However, many governmental branches voluntarily employ the public comment procedure when they draft legislative proposals of councils and bills tabled to the Diet by the Cabinet. The corporate law is no exception and the MOJ employs the public comment procedure whenever it drafts a reform proposal bill of corporate law.
Hypotheses
Considering the political background of Japanese corporate law, several hypotheses emerge concerning the role of the public comment procedure. The key in these hypotheses is that the public comment procedure is implemented by the bureaucrats, and the effect of the procedure falls mainly on the bureaucrats. Therefore, observation of the behavior of the bureaucrats around the procedure could reveal the internal motivations of the bureaucrats. The following are the five hypotheses on the effectiveness of the public comment procedure:
1. The public comment procedure has no effect (i.e., the no effect hypothesis) 2. The public comment procedure has a strong effect (i.e., the strong effect hypothesis) 3. We can observe only the influence of powerful interest groups, namely the corporate managers (i.e., the interest group hypothesis) 4. MOJ bureaucrats employ the public comment procedure in order to countervail the pressure of interest groups (i.e., the independence hypothesis) 5. MOJ bureaucrats are legal specialists and are affected by only "convincing" comments (i.e., the persuasiveness hypothesis)
By applying an empirical analysis, this paper attempts to illuminate the hidden motives of the MOJ bureaucrats and to shed new light on the political environment of Japanese corporate law.
First, the no effect hypothesis assumes that the MOJ bureaucrats engage in the public comment procedure in order to show the they abide by the Administrative Procedure Act and that their decision-making process is independent of the public comment procedure.
According to this hypothesis, we can predict that the solicited comments would not affect the final reform bill drafted by the MOJ bureaucrats. 6 6 Considering the fact that the requirement of public comment procedure in case of the corporate law reform is not mandatory but voluntarily, it is natural to expect that the MOJ bureaucrats utilize the public comment procedure as an outlet for various interest groups.
Second, the strong effect hypothesis assumes that the MOJ bureaucrats utilize the public comment procedure as the Administrative Procedure Act expects. According to this hypothesis, the decision-making process of the MOJ bureaucrats is heavily influenced by the results of the public comment procedure, thereby achieving a more democratic political process.
Third, the interest group hypothesis assumes, similar to the no effect hypothesis, that the MOJ bureaucrats are not directly affected by the result of the public comment procedure. It is assumed that the MOJ bureaucrats are willing to listen to the comments of powerful interest groups because resisting them is of no use under the new legislative process.
However, this prediction may not apply because the interest groups and the MOJ bureaucrats can behave strategically. The interest groups do not need to implement their desires through the public comment procedure. They are able to do so during deliberation in the Legislative Council, before the public comment procedure. In such cases, we cannot observe the direct influence of the interest group during the public comment procedure.
Fourth, the independence hypothesis, which was proposed by Croley (2007) , assumes that bureaucrats are not simply under the pressure of interest groups, but that they try to fight against the interest groups by employing various procedures under the Administrative Procedure Act. In other words, the public comment procedure is a means of counteracting the influence of politically powerful interest groups.
According to this hypothesis, we can derive a prediction that the comments solicited through the public comment procedure can be employed strategically by the MOJ bureaucrats. Specifically, the comments of legal academics, who are considered politically neutral, are preferable fighting against the pressure of corporate managers. Therefore, one prediction under this hypothesis is that the comments of legal academics and other groups have a significant effect on outcomes when corporate managers take conflicting positions.
Finally, the persuasiveness hypothesis focuses on the technical aspect of the public comment procedure. Although it is difficult to draw a clear prediction from this hypothesis, we infer that technical comments, such as those of legal academics, courts, and bar associations, would influence the behavior of the MOJ bureaucrats.
Data and Empirical Strategy
Data
Constructing the Dataset As we have seen, the public comment procedure could provide interesting material with which to investigate the behavior of bureaucrats and the political environment of Japanese corporate law. However, unfortunately, the government releases only a report that summarizes and analyzes the results of solicited comments but does not deliver the individual data of the solicited comments. Through these aggregated data, all we can know is the comments that are submitted and whether the original draft has been changed or not. In order to construct the dataset, we first divide the reform drafts into single issues. We then check the outcome to determine whether the final reform bills that were submitted 7 To be exact, not all the comments are published. Only comments that the MOJ bureaucrats considered significant are published. Other frivolous comments are not published and unavailable. However, because we are interested in the behavior and motivations of the MOJ bureaucrats and the political environment of Japanese corporate law, the disregard of such minor comments can be justified.
to the Diet were different from the original drafts or not. Regarding the explanatory variables, we count the number of affirmative and negative resopnses to each issue. We also classify the numbers according to who submitted each comment, such as business groups, financial institutions, academics, and others. The category of "others" includes courts, bar associations, NPOs, and so on.
We also employ the nature of issues as an explanatory variable. Some issues concern the tightening of regulations, so we expect that corporate managers will move against them. The two corporate law reforms were implemented when Junichiro Koizumi was the prime minister and deregulation was the political trend. The more regulatory a reform proposal, the more difficult it was to implement the reform. Others are enabling reforms, and we expect that corporate managers will support them, or at least will not object to them.
Finally, we employ a proxy variable as an indicator of the behavior of the MOJ bureaucrats. Because a draft applied to the public comment procedure is already discussed thoroughly in the Legislative Council, the MOJ bureaucrats may not want to make significant changes to the draft. We can infer such intentions of the MOJ bureaucrats by observing the language of the draft. If an issue uses the expression "shall be . . . (monoto suru)", then we can infer that the deliberation in the Legislative Council is already mature and that the MOJ bureaucrats are unwilling to modify the original draft. In contrast, when an issue uses expressions such as "how do you think about . . . " or "among the following three alternatives, which is the best?", we can infer that the deliberation in Legislative Council is not yet mature and that the MOJ bureaucrats are willing to accept suggestions from various groups.
Summary Statistics
The following tables provide the summary statistics of two datasets. Table 1 shows the summary statistics of the 2002 reform and Table 2 shows those of the 2005 reform.
The variable "Reform02" indicates whether the final reform bill reflected the original draft or not. When the final bill is the same as the original draft, the variable takes the value of one, and zero otherwise. Similarly, the variable "RegEn02" is the outcome variable, which takes the value of one when the final bill is enabling, minus one when the final bill is regulatory, and zero when the final bill is neither enabling nor regulatory.
With respect to the independent variables, the variable "Yes (total)" is the total number of comments that supported the reform proposal, whereas the variable "No (total)" is the total number of comments that are against the reform proposal. (N)", and "Other (N)" are the number of negative comments.
The variable "En (total)" is the total number of comments supporting reform alternatives that relax the existing regulations, whereas the variable "Reg (total)" is the total number of comments supporting reform alternatives that tighten the existing regulations. The variables "Academics (En)", "Business (En)", "Fin. Inst. (En)", and "Other (En)" are the number of comments that support enabling reform alternatives from academic institutions, business groups, financial institutions, and other groups, respectively.
The variables "Academics (Reg)", "Business (Reg)", "Fin. Inst. (Reg)", and "Other (Reg)"
are the number of comments that support regulatory alternatives.
Finally, the variable "Regulatory" indicates whether the issue is regulatory (i.e., its value takes one) or enabling (i.e., its value takes zero). The variable "Expression" shows the attitude of the MOJ bureaucrats, and its value takes one when the reform draft uses the expression "shall be . . . ", and zero otherwise. 
Empirical Strategy
Empirical Model A simple probit regression is employed to analyze the effect of solicited comments on the reform of corporate law. Under normal latent utility models, the MOJ bureaucrats adopt the original draft when their latent utility goes above a threshold and reject the original draft when the latent utility falls below the threshold.
where Reform * is a latent utility of the MOJ bureaucrats, Reform is an observed variable that takes one when the original draft is adopted and zero otherwise, x is a vector of the solicited comments, z is a vector of other explanatory variables, β and γ are coefficients of each vectors to be estimated, and ϵ is the unobservable term.
In cases where this simple model applies, we can estimate the parameter coefficients via the probit regression. However, some issues are not simple dichotomies of success or failure. When the original draft presents multiple alternatives, some alternatives are more regulatory and others are more enabling. In such a case, we cannot employ simple probit regression, because the dependent variable is not a binomial variable. We then need to rely on an ordered probit regression, because the dependent variable can be seen as an ordered categorical variable 8 .
An implicit and important assumption of this specification is that the number of supporting or objecting comments is an appropriate proxy for the importance of the submitter's view. Although we know that the number of comments does not necessary correlate with the underlying distribution and powerfulness of the submitter's view, there are several reasons for employing this proxy variable.
First, even if we cannot establish a direct causal relationship between the two factors, 8 Another possibility is that the dependent variable is not ordered among the categories and thus is not an ordered categorical variable, but a multinomial variable. For robustness, we also tried a multinomial probit regression and found that the fundamental results were the same as those from orderd probit regression. Therefore, we report only the results of the ordered probit regression in this paper.
it is plausible to believe that some level of correlation exists between them. When the number of comments is large, then the likelihood of persuasive comments will be higher.
Second, submitting comments incurs costs on the part of its submitter. In order to justify such costs, she or he has considerable incentive to make the comments as powerful as possible. Finally, it is difficult to measure the quality of the solicited comments, other than their number.
Predictions from the Hypotheses Before discussing the result of analysis, we construct predictions according to the five theoretical hypotheses.
First, under the no effect hypothesis, no comments will have a significant effect. In contrast, the "Expression" variable, which indicates whether the issue is already fixed at the deliberation stage in the Legislative Council, will have a significant positive effect.
When a thorough deliberation has already been done, the original draft will be adopted without significant modifications during the public comment procedure.
Second, under the strong effect hypothesis, the numbers of affirmative and negative responses will have a significant effect on the outcome. In contrast, the "Expression" variable will have no significant effect, because the MOJ bureaucrats have second thoughts on the original draft.
Third, under the hypothesis of interest groups' pressure, only the numbers of affirmative and negative responses of the business groups will have a significant effect on the result. In contrast, other comments do not have strong political background and will not have a significant effect.
Fourth, under the independence hypothesis, the numbers of affirmative and negative responses of the business groups are not significant, or even negatively significant. Because the MOJ bureaucrats try to counteract the powerful interest groups, they will rely on the comments of other groups. Hence, the other comments will have a significant positive effect.
Finally, under the persuasiveness hypothesis, the comments of some professionals, such as legal academics, courts, and bar associations, will have a significant effect on the outcome. On the other hand, the comments of business groups may not have a significant effect, because these groups tend to provide biased discussion although they are a well-organized political interest group.
Results
2002 Reform
In this subsection, we discuss the results of the 2002 reform dataset. Table 3 presents the results of the probit models where the dependent variable is whether the final reform bill, the outcome, was the same as the original draft was before the public comment procedure (i.e., success), or different (i.e., failure).
These results indicate several interesting points about the testable hypotheses mentioned above. Column (1) shows that the numbers of affirmative and negative responses are both statistically significant and that their signs are correct. In contrast, the variable "Expression" is not significant although it has a positive sign. This result supports the strong effect hypothesis but is not consistent with the no effect hypothesis. The MOJ bureaucrats were influenced by the outcome of the public comment procedure, because they implemented their original proposal when many comments were supportive and they modified it when many comments were unsupportive. Whether they had already made up their minds was not crucial. were not able to ignore the corporate stakeholders, so they considered more seriously the outcome of public comment procedure.
However, when we decompose the influence of various groups as shown in column (2) of Table 3 , this correlation disappears. One reason for this phenomenon is that the 2002 reform contained a relatively small number of issues (53 issues) and that the increased number of explanatory variables (and the decreased degree of freedom) reduced the statistical significance. According to this result, we cannot deduce any implication with respect to the hypotheses noted above.
In order to understand the individual influence of various groups, we further performed an ordered probit regression as shown in Table 4 . As the table shows, the dependent variable is an ordered variable, which takes minus one when the final bill was to tighten existing regulations and positive one when the final draft was to relax existing regulations, and zero otherwise. Therefore, we can say that explanatory variables whose coefficients have positive values push the original reform proposal toward relaxing existing regulations, whereas explanatory variables with negative coefficients push toward tightening existing regulations. The results of the standard model are reported in column (3) of Table 4 . Although the enabling comments of academics have wrong sign, they are barely (10%) significant. Other statistically significant coefficients have interesting implications. First, the enabling comments from "Others" are positive and significant. This implies that the comments of courts, bar associations, and NPOs could be influential. When these groups supported an enabling alternative, the MOJ bureaucrats regarded the support as a green light for the reform.
Second, the regulatory comments of legal academics are negative and significant.
When legal academics strongly pushed a regulatory alternative, the MOJ bureaucrats tried to implement that alternative. This result can be regarded as evidence supporting both the independence hypothesis and persuasiveness hypothesis. However, if the corporate managers could exercise their influence outside the public comment procedure, this result cannot rebut the interest group hypothesis.
We next discuss the significance of the interaction term between "Expression" and "Regulation". Because column (3) in table 4 introduces both "Expression" and the interaction term, the interaction term implies the effect of the MOJ bureaucrats' fixed attitude toward issues that tighten existing regulations, whereas "Expression" implies the effect about issues that relax existing regulations.
As noted above, the corporate law reform was an attempt to revive the Japanese economy from economic downturn, and relaxing regulations was the main agenda during the Koizumi cabinet. Under such circumstances, a reform proposal that tightened existing regulations must have gone through thorough discussion already in the Legislative
Council and it was difficult to modify the original proposal after observing the outcome of the public comment procedure.
However, when we confine the sample to the issues of which the MOJ bureaucrats' attitude was already fixed (column [4] ), the influence of various groups disappears and some coefficients are barely significant (10% level). These smaller effects can be explained by the fixed attitude of the MOJ bureaucrats 9 .
2005 Reform
As discussed above, the 2002 reform dataset is not powerful because of the small number of observations. In contrast, the 2005 reform dataset provided a richer environment for statistical analysis. The probit models have 157 observations and the ordered probit models have 140 observations. The results of the analyses are shown in Tables 5 and 6. 9 Of course, the number of observations in column (4) is only 44, and the small size of this Table 5 presents the results of the simplest specification. As in the 2002 reform dataset, the numbers of affirmative and negative responses are statistically significant, and their signs are correct. However, in the 2005 reform dataset, the variable "Expression" is both statistically and economically significant, which implies that the MOJ bureaucrats tended to stick to their original proposal once they had made up their minds. The same relationship is shown in column (2), too. This finding supports the independence hypothesis.
Let us consider the reason for the difference between the two corporate law reforms. Second, column (2) shows which groups had more influence through the public comment procedure. As shown in column (2), the supporting comments of business groups had a positive influence on the outcome. If a technical reform proposal garnered support from corporate managers, it was a green light for the proposal. This can be interpreted as (weak) support for the interest group hypothesis. Such technical issues might not receive much attention from corporate managers during the discussion in the Legislative Council, and corporate managers would consider the public comment procedure as another venue for implementing their goals.
In contrast, the negative comments of legal academics and other institutions, such as courts and law firms, had a negative and significant effect on the outcome as shown in column (2). One interpretation of this result is that the MOJ bureaucrats considered objections from professionals seriously because the latter could sometimes provide deeper insight into technical issues and point out critical shortcomings. Hence, this result provides evidence to support the persuasiveness hypothesis.
It is tempting to interpret the result as a moderate support for the independence hy- The results shown in column (3) confirms the results shown in columns (1) and (2). In columns (1) and (2), the "Expression" variable has a statistically and economically significant positive effect on the outcome. Therefore, we can predict that if we focus on issues in which the attitudes of the MOJ bureaucrats were already fixed, few groups could have affect the outcome. As expected, we found that almost all explanatory variables were either not significant or only barely significant.
Next, we turn to the results of the ordered probit models (Table 6 ). The results shown in column (4) in Table 6 confirm those in column (2) in Table 5 . When business groups submitted many comments that supported the enabling proposal, such comments had a positive effect on the outcome. When legal academics submitted many comments that supported the regulatory proposal, such comments also had a positive effects on the outcome. The explanation of these results is similar to that for those shown in column (2).
Regarding the ex-ante attitude of the MOJ bureaucrats, only the proposals that relax the existing regulations have a positive effect on the outcome, whereas the proposals that tighten the existing regulations do not. This is probably because only a few observations were made of the latter case, which explains its explosive standard error (284). Therefore, we do not consider the difference between the variable "Expression" and the interaction term seriously. The ex-ante attitude of the MOJ bureaucrats had a significant effect on the outcome, as also shown in columns (1) and (2) in Table 5 .
In addition, the results shown in column (5) confirm those in column (3) in Table 5 .
When we focus on issues about whihc the attitudes of the MOJ bureaucrats were fixed ex-ante, the influence of almost all groups becomes insignificant. This result supports the no effect hypothesis.
Concluding Remarks
This paper constructs two innovative hand-collected datasets and analyzes them in order to understand the politics of corporate law reforms in Japan. Although no hypothesis universally holds true and each hypothesis is applicable to limited situations, we reached several important conclusions.
First, the MOJ bureaucrats have considerable control over the public comment procedure. This control was strongly evident in the 2005 reform proposal, which was formal and technical, not substantial. This result partly supports the no effect hypothesis, under which the MOJ bureaucrats engage only superficially in the public comment procedure.
They are not willing to hear the voices of public when the issue is technical and in their own arena.
Second, although corporate managers have critical influence on the reform process of corporate law, during the public comment procedure their influence is limited to a few cases. When an issue is technical and not fully discussed in the Legislative Council, corporate managers employ the public comment procedure as another venue for achieving their interests. Thus, the interest group hypothesis is not strongly supported in the case of the public comment procedure.
Finally, legal academics and other legal professional institutions, such as courts, bar associations, and law firms, have influence in some cases. This result provides supporting evidence for the persuasiveness hypothesis, under which technical comments can persuade the MOJ bureaucrats to make a "better" corporate law. However, we cannot find supporting evidence for the independence hypothesis, under which the MOJ bureaucrats employ the public comment procedure in order to counteract the influence of politically powerful interest groups. This paper utilizes data from only two public comment procedures. Japanese corporate law is now undergoing another reform process. The political environment surrounding this process has already changed from that surronding the 2005 reform. Further research is necessary in order to understand the changing political environment of Japanese corporate law.
